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Exchange and Financial Developments in Peru 


Peru’s domestic and external finances improved con- 
siderably in 1954. The large import surplus of previous 
years was almost eliminated, official reserves of gold and 
foreign exchange increased moderately, and the fluctu- 
ating exchange rate of the sol, which had depreciated by 
about 20 per cent in 1953, attained a remarkable degree 
of stability in 1954. Domestic prices and income con- 
tinued to adjust to the depreciated exchange rate and the 
reduced rate of monetary expansion attained in 1954. 
There was also an improvement in government finances, 
attained mainly by a postponement of public investments 
and an increase in tax revenues. The measures taken by 
the authorities in the exchange, monetary, and fiscal fields 
under the stabilization program launched in February 
1954. (see this News Survey, Vol. VI, p. 261 and Vol. VII, 
p. 253) contributed greatly to strengthening Peru’s pay- 
ments position, by checking domestic inflationary pres- 
sure and by restoring confidence in the currency. Favor- 
able developments in export markets also contributed to 
these results. 


Peru’s foreign trade tended toward a balanced position, 
owing to an increase of exports and a contraction of 
imports chiefly attributable to the depreciation of the 
sol. The value of exports in 1954 was equivalent to 
US$247.6 million, 11.5 per cent higher than in 1953. 
This increase was due first to greater production and 
marketing of export goods (3.9 million metric tons 
shipped in 1954 against 2.7 million metric tons in 1953, 
although a bulky new export, iron ore, accounted for a 
sizable part of the tonnage increase), and second to 
some dollar price increases, particularly prices of copper 
and other metals and of cotton. Imports declined by about 
15 per cent, to the equivalent of US$249.7 million (c.i.f.). 
The import surplus in 1954 thus amounted to only $2.1 
million, compared with $70.9 million in 1953. 


The exchange proceeds of exports delivered to the 
Central Bank for the issuance of certificates totaled the 
equivalent of $259 million, about $29 million more than 
in 1953. From March 1954 through September 1954, 
the exchange rate in the certificate market remained with- 
in a range of 19.25-19.50 soles per U.S. dollar; and 
after early November the rate was maintained at 19 soles 
per U.S. dollar. In November and December the Central 


Bank engaged actively in the certificate market. For 
the year as a whole, its exchange transactions resulted 
in net purchases equivalent to $7.7 million, an amount 
which was added to the official reserve holdings. In 1953, 
the reserves of the Central Bank had decreased by $7 
million. The free or “draft” market, in which capital 
transactions and most payments for invisibles take place, 
followed rather closely the movements of rates in the 
certificate market. The U.S., dollar was quoted at rates 
ranging from 19.70 soles to 20 soles through August, and 
from 19.03 to 19.10 in the late months of the year. 

The implementation of the credit and monetary meas- 
ures contemplated in the stabilization program resulted 
in decreased lending: Central Bank credit, which had 
been expanded by 34 per cent in 1953, increased by only 
1.6 per cent in 1954. The rediscounts and credit facilities 
extended to the commercial and development banks were 
reduced, and the whole of the net increase in Central 
Bank loans was accounted for by credits to the Govern- 
ment. The financing of the 1953 budgetary deficit made 
it necessary for the Government to resort to Central Bank 
credit in early 1954; but after August there was no fur- 
ther government borrowing from the Bank, and the 
Government subsequently repaid part of its outstanding 
debt. The commercial banks also reduced their lending 
operations. Mainly as a result of the more cautious 
credit policies of the banking system, the money supply 
increased by only 4 per cent, less than half the rate of 
expansion in 1953. 

The behavior of domestic prices in 1954 was affected 
by the depreciation of the exchange rate, the impact on 
domestic prices being greater than in the previous year; 
the general index of wholesale prices rose by 10 per cent 
through November, while in the corresponding period of 
1953 the increase had been 5 per cent. The rise in retail 
prices, as measured by the cost of living index for Lima, 
was less sharp than that of wholesale prices (4.7 per 
cent). 


Sources: Ministerio de Hacienda y Comercio, Comercio 
Exterior, December 1954, Banco Central de 
Reserva del Peru, Boletin, January 1955, and 
Camara de Comercio de Lima, Boletin Semanal, 
January 20, 1955, Lima, Peru. 
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Europe 


Commonwealth Prime Ministers’ Meeting 


The Commonwealth Prime Ministers, who met in Lon- 
don early in February, devoted one morning session to 
economic matters. A statement issued later said: “The 
Chancellor of the Exchequer opened with a review of the 
general economic situation and gave an account of the 
state and prospects of the balance of payments of the 
United Kingdom and of the sterling area. The Prime 
Ministers reaffirmed their support of the proposals for a 
collective approach towards a multilateral system of 
trade and payments which were formulated by the Com- 
monwealth economic conference of 1952. They noted the 
satisfactory progress made towards the attainment of 
economic strength and stability in the sterling area as a 
whole. but recognized the continuing need for further 
developments of economic resources and earning power 
throughout the Commonwealth.” 

The discussion emphasized the contrast between present 
economic conditions and those of 1951 and 1952, and it 
was generally agreed that the policies then adopted had 
been successful. The main objectives of these policies 
were rapid economic development in the Commonwealth, 
and the maintenance or restoration by individual mem- 
bers of sound internal financial conditions. In the two 
years since the collective approach was adopted, produc- 
tion, investment. and exports have risen satisfactorily in 
the United Kingdom and the sterling area generally. 
Higher U.K. productivity has brought higher wages with 
a relatively stable price level. But the present situation 
involves risks, particularly that of rising imports. The 
Ministers agreed that it would be necessary to keep a 
close watch on the Commonwealth's import bills. Mr. 
Butler underlined the slowing down in the accumulation 
of gold and dollar reserves and mentioned the recent 
increase in the bank rate as a sign of the U.K. Treasury’s 
prudence. He promised that Great Britain would be 
ready to take further steps to check inflation if they 
were needed. The position of the sterling area in general 
demands an equally careful watch. 


Sources: The Times, London. England. and The Man- 
chester Guardian. Manchester. England, Febru- 
ary 4, 1955. 


Sterling Switch Transactions in Tin 


In their latest monthly review of the tin market, 
A. Strauss and Co. refer to drastic steps taken recently by 
the London Metal Exchange “to end the currency switch- 
ing operations which have had such a disturbing effect 
on the world market.” Tin contracts covering this type 
of shipment are to be strengthened by a provision re- 
quiring the trader to undertake, in the event of the tin 
arriving in the United States, to place at the disposal of 


the Bank of England U.S. dollars or American Account 
sterling to the value of the contract. 


Source: The Times, London, England, February 11, 1955, 


Annual Report of the National Bank of Belgium 


The Annual Report of the National Bank of Belgium 
for 1954 states that industrial production, stimulated by 
a slight increase in internal consumption and, late in the 
year, by rising exports, reached record levels. Coal pro- 
duction remained stable, but increased domestic con- 
sumption and larger exports caused a sizable decline in 
coal stocks (from 4 million tons in July 1954 to 2.8 
million at the end of the year). The steel industry re- 
covered from the depression of 1953, and it operated at 
full capacity during the last few months of 1954. A 
marked expansion of output was also recorded by the 
machine tool and cotton industries. 

The improved industrial situation, as well as various 
measures taken by the Government, led to a reduction 
in unemployment, from an average of 244,000 during the 
last quarter of 1953 to 181,000 in the last quarter of 
1954. Prices and wages showed little change. 

Primarily because of stockpiling, there was a con- 
siderable increase in imports. Since exports did not rise 
appreciably until the last quarter of the year (when 
exports to EPU countries rose markedly), the trade 
deficit for 1954 was larger than that for 1953. The deficit 
with the dollar area increased; with the EPU area there 
was a trade deficit for the whole year, but a surplus in 
the last quarter. 

The money supply expanded by BF 3.1 billion, or less 
than 2 per cent. This was due to an increase in bank 
credit to the private sector and to the Government, offset 
in part by a decrease of BF 1.8 billion in the gold and 
foreign exchange holdings of the National Bank, to 
BF 50.6 billion at the end of the year. 

The dominating factor in the internal monetary situa- 
tion was the financing of a large budget deficit. In 1954 
this deficit amounted to nearly BF 22 billion, compared 
with about BF 15 billion in 1953. Part of it was financed 
by foreign loans (BF 3.8 billion) taken up in New York 
and Amsterdam, and another part (BF 3.3 billion) by 
credit from the commercial banks (central bank financing 
was negligible). However, most of the deficit was finan- 
ced by domestic long-term issues (BF 16.6 billion, net). 
Therefore, the capital market continued to be monopo- 
lized by the Government. Issues of nationalized enter- 
prises were BF 3.7 billion, net; those of the Belgian 
Congo, BF 2.2 billion, net; and private issues were only 
about BF 4 billion, net. In the introduction to the Report. 
the Governor of the Bank expressed the opinion that 
the Government should not absorb too large a part of 
available savings, and that the large call of the public 
authorities on the capital market during the past year 
had resulted in only a sizable lowering of interest 
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rates. The Governor of the Bank also emphasized the 
importance of monetary stability for maintaining the 
competitiveness of the economy and a high level of em- 
ployment, and stated that the preservation of monetary 
stability would make possible the re-establishment of 
convertibility, 
Source: Banque Nationale de Belgique, Rapport sur les 
Opérations de Année 1954, Brussels, Belgium. 
1955. 
Unemployment in Swiss Watch Industry 
Since the 50 per cent increase in U.S. import duties 
on watches at the end of July 1954 (see this News 
Survey, Vol. VII, p. 39), Swiss exports of watches to 
the United States have fallen by 27.6 per cent in value 
and by 25.3 per cent in volume. The total value of these 
exports in the six months, August 1954-January 1955, 
was Sw F 146.9 million, compared with Sw F 202.9 
million in the corresponding months of 1953-54. Over 
the same period the number of Swiss watches exported 
to the United States declined from 6,913,500 to 5,169,200. 
The effect of the reduction in watch exports to the 
United States has been partly offset by improved exports 
to other countries. Nevertheless, the total value of watch 
exports by Switzerland in 1954 was 6 per cent less than 
in 1953; the decline in volume was 5.5 per cent. As a 
result, the Swiss watch industry has been forced to lay 
off some workers and to reduce the working time. In 
1954 the number of unemployed in the Swiss watch 
industry equaled 7 per cent of all registered workers 
(1.2 per cent in 1953). The reduction in orders affected 
particularly the segment manufacturing watch parts, 
which at present is working at only 50 per cent of 
capacity. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Feb- 
ruary 12, 1955. 


New Economic Measures in Norway 

After the Bank of Norway raised the discount rate on 
February 14, 1955 from 24 per cent to 344 per cent 
(see this News Survey, Vol. VII, p. 255), the private 
banks adjusted their rates correspondingly. For credit 
lines the interest rate will be 434 per cent, for commodity 
bills 4 per cent, and for other bills 444-5 per cent. For 
savings deposits the rate has been raised from 114 to 
2! per cent, and for deposits on six months’ notice from 
2 to 3 per cent. The lending rates of the State Housing 
Bank and the Bank for Small Dwellings remain un- 
changed. 

The Government has also proposed the introduction of 
certain temporary levies of 10 per cent in order to slow 
down the following types of investment: building and 
construction, except on dwellings, farm buildings, and the 
reconstruction of buildings and facilities destroyed by 
fire and war; new contracts for building or for the 
purchase of ships of over 2,500 gross register tons; and 
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imports of automobiles. Furthermore, changes will be 
proposed in the tax laws, with the purpose of giving 
corporations an incentive to postpone investments. 

In introducing the measures, the Minister of Finance, 
Mr. Mons Lid, stressed that high economic activity has 
led to heavy pressure on the balance of payments and 
has contributed to the increase in prices. The balance 
of payments deficit, which is due mainly to substantial 
investments, has to be reduced; otherwise, during the 
coming summer and fall Norway will be faced with 
serious foreign exchange difficulties. It is therefore 
necessary to contract demand in a number of fields, and 
to be certain that the measures taken are effective im- 
mediately. 

The Government regards the price situation as serious. 
One of its chief aims is to lower the cost of living index 
and thus avoid an inflationary spiral. Wages-are linked 
to the cost of living index. The Minister of Finance 
announced that the price of coffee would be lowered by 
17 per cent, following the recent decrease in the world 
market price. Prices of meat and vegetables also will 
be reduced, the latter by abolishing import duties for 
certain commodities. 

In regard to monetary and credit policies, the Minister 
stressed that the chief aim in 1955 will be to avoid a 
continued expansion of credit-financed investments and 
imports. The Government, in collaboration with the 
private banks, will try to create the conditions for a 
contraction of the banks’ outstanding credits; and it 
will negotiate with the other financing institutions, with 
the same aim in view. It has already been announced 
that the state banks will give fewer promises of loans in 
1955, although, because of large outstanding commit- 
ments, actual loan disbursements will be larger than in 


1954. 


Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, February 15, 1955. 


Italian Foreign Exchange Reserves 


During 1954 Italian foreign exchange reserves in- 
creased by US$45 million, to $880 million. Gold holdings, 
at $346 million, were the same as at the end of 1953, 
but hard currency reserves rose from $323 million on 
December 31, 1953 to $450 million in 1954. Mainly as 
a result of an increase in Italy’s indebtedness to EPU, 
from $84 million at the end of 1953 to $117 million a 
year later, clearing claims and other foreign exchange 
balances fell from $250 million to $200 million. 
Source: Neue Ziircher Zeitung. Ziirich, Switzerland, Jan- 

uary 29, 1955. 


Greek Import Policy 


Greek procedures relating to imports against supplier 
credit, to the timing of exchange settlement and clearance 
of imports, and to import credits have been modified by 
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recent decisions (dated February 15 and 16) of the 
Foreign Trade Council and the Currency Committee. 
Cash payments will be required for imports effected 
against shipping documents (sight draft basis); the 
payments, amounting generally to 15 per cent of the 
value of prospective imports (List F) or to 50 per cent 
for specified less essential goods (List F.1), will have 
to be made when the import is approved. Imports of 
nine essential foodstuffs (List F.2), as well as the import 
of specified goods on a time settlement basis, have been 
exempted from any cash downpayment; instead, a bank 
guarantee equal to 3 per cent of the import value will 
have to be deposited with an authorized bank when ap- 
proval is given. Approvals for import against supplier 
credit outstanding on February 1 have been declared 
void unless the importers state a willingness to maintain 
their validity and deposit a bank guarantee corresponding 
to from 3 to 30 per cent of the import value, depending 
on the kinds of goods. 


The validity of approvals for imports effected against 
sight or time drafts has been shortened from a 6-month 
period to a 4-month period within which shipment has 
to take place; one exception is machinery, for which the 
time limit has been fixed at a 6- or 11-month period. 
If the import approvals are not utilized, or not fully 
utilized, in time, 5 per cent or 10 per cent of the unutilized 
part of the approval (depending on whether the cash 
payment was 15 per cent or 50 per cent of the prospective 
import value) and the whole amount of the bank guaran- 
tee are forfeited as public revenue. The time limit for the 
settlement by the importer of the exchange value of 
imports has been extended from 30 days to 45 days from 
the day of the arrival of the goods at a Greek port. The 
period within which clearance of imports from customs 
houses must be effected has been reduced from 6 months 
(beginning from the day of the exchange settlement) to 
15 days for luxury imports that are still subject to a 
restrictive import license or for less essential goods 
(List F.1); for all other imports, the time limit for 
clearance has been reduced from 6 months to 45 days. 


The new regulations provide that credits cannot be 
granted to finance imports of luxuries, for which a re- 
strictive import license is still required, or for imports 
of less essential goods (List F.1), either at the stage of 
importation or at the stage of marketing in the domestic 
market. Other imports may be financed in part on con- 
dition that their ‘whole value is settled by a confirmed 
credit payable through a foreign bank against delivery 
of documents of actual shipment. Credits up to 50 per 
cent of the import value may be granted for nine essen- 
tial foodstuffs (List F.2) or for goods that may be im- 
ported on a time settlement basis, and up to 25 per cent 
for all other imports. Such import credits must be repaid 
within 45 days from the day of arrival of the goods in 
Greece. 
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In announcing these measures, the Minister of Eco. 
nomic Coordination stressed that the Government’s basic 
policy is to refrain from any quantitative import restric- 
tions through administrative controls. The new steps 
have been taken exclusively in the credit field. While 
importers of luxury or semiluxury goods (who in many 
instances in the past increased excessively their inven. 
tories for speculative purposes) will not be financed to 
the same extent as heretofore, imports of basic foodstuffs 
and industrial raw materials will continue to enjoy the 
same credit facilities as before. The Minister added that 
the new measures have two objectives: first, to adjust 
imports to the economy’s existing capabilities, which is 
the best safeguard of the freedom to import; second, to 
increase possibilities for financing production, both agri- 
cultural and industrial. Such steps serve best the efforts 
to develop the economy, upon which depends the growth 
of the national income and therefore the gradual solu- 
tion of the long-term economic and social problems. 


Source: Naftemboriki, Athens, Greece, February 18, 
1955. 


Cheaper German Coffee Imports 


The Bank deutscher Lander has notified the foreign 
trade banks that all coffee imports from Brazil will in 
future be subject to the same conditions as other imports 
from Brazil. This means that the proportion of the means 
of payment that may be purchased by the German im- 
porter of coffee in the free market for the “Brazilian 
accounting dollar” is increased from 50 per cent to 80 
per cent, and that only 20 per cent has to be bought at 
the official exchange rate. The free market rate for the 
“Brazilian accounting dollar” is at present DM 3.91, 
compared with the free U.S. dollar rate of DM 4.20066. 
Thus an importer of coffee from Brazil who purchases 
80 per cent of his foreign exchange requirements at the 
free market rate of DM 3.91 and 20 per cent at the 
official rate would pay for his total requirements 2.2 per 
cent less than under the previous regulation. With the 
recent 17 per cent reduction of coffee prices in Brazil, the 
theoretical cheapening of the price of imported Brazilian 
coffee is therefore approximately 19.2 per cent. 
Source: Handelsblatt, Diisseldorf, Germany, February 18, 

1955. 


Austrian-Turkish Trade 


As a result of Turkish payments difficulties, Austria's 
total trade with Turkey declined from $14.6 million in 
the first nine months of 1953 to $10.3 million in the 
same period of 1954. Imports from Turkey were reduced 
from $6.2 million to $4.7 million (by 24.2 per cent), 
while exports to Turkey were reduced from $8.4 million 
to $5.6 million (by 33.3 per cent); the Austrian export 
surplus thus declined from $2.2 million to $0.9 million. 

An agreement concluded in October 1954 provides for 
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the gradual liquidation of Turkey’s payments arrears to 
Austria, which amount to the equivalent of about $8 
million. For this purpose it has been agreed that 30 to 50 
per cent (depending on the type of good) of the value 
of Austria’s current imports from Turkey are to be 
credited to a special account (compte d’arrangement) in 
the Austrian National Bank. 

The Austrian Government has also agreed to extend a 
credit of $20 million to facilitate exports of investment 
goods to Turkey. In accordance with the Austrian Ex- 
port Promotion Law, this credit will be granted to 
Austrian exporters either in the form of guaranteed 
export credits or as export risk guarantees extending over 
a period of two to seven years; it will be divided in two 
parts, half the amount being made available immediately, 
the other half as from August 1, 1955. According to 
press reports, by early January the amount of credit 
approved under this arrangement totaled about $614 
million. 

In order to ensure that Austrian exports to Turkey may 
actually have the desired effect of facilitating Turkish 
exports to Austria, export sales, either of goods for which 
an export license is required or of goods for which the 
exporter seeks an export credit or an export risk guaran- 
tee, are, with certain exceptions, required to be linked 
with a corresponding import transaction, according to a 
prescribed scale of ratios. The operation of the agreement 
therefore in effect requires the establishment between im- 
porters and exporters of barter relations (Junktimie- 
rung), which in Austria are subject to the approval of 
the Central Office for Exports and Imports. Normally, 
outstanding arrears are to be settled in chronological 
order; under certain circumstances, however, the agree- 
ment also makes settlement possible outside the regular 
order, e.g., for the benefit of exporters to whom arrears 
are already due and who are in a position to supply 
additional exports. 


Sources: Creditanstalt-Bankverein, Monatsberichte, and 
Osterreichische Landerbank, Wirtschaftliche 
Nachrichten, Vienna, Austria, November 1954; 
Die Wiener Handelskammer, November 6, 1954, 
and Die Presse, December 11, 1954 and Janu- 
ary 11, 1955, Vienna, Austria. 


Middle East 
Egyptian Pound Quotations 


The averages of published percentage premiums in 
January 1954 and January 1955 for sterling, the U.S. 
dollar, and the deutsche mark in Cairo in the “import 
entitlement accounts” were as follows: 

January January 

1954 1955 

(per cent) 

5.326 7.000 

8.250 10.168 

9.979 7.620 


Sterling 
U.S. dollar 
Deutsche mark 
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The averages of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 


January January 
1954 1955 
Beirut (in Lebanese pounds 
per Egyptian pound) __ 8.59 8.65 
Ziirich (in U.S. dollars per 


Egyptian pound) - _ 2.65 2.55 


Sources: Al Ahram, Cairo, Egypt, various issues. 


Israel's Foreign Trade 


Total exports of Israel during 1954 amounted to the 
equivalent of US$84.3 million, compared with $56.4 mil- 
lion in 1953, an increase of almost 50 per cent. Industrial 
exports rose to $32.7 million, from $21.8 million in 1953. 
Total imports increased slightly, from $280 million in 
1953 to $288 million in 1954. Exports against hard 
currency represented 32 per cent of total exports (30 
per cent in 1953); those under trade agreements re- 
mained at about 60 per cent; while barter exports de- 
clined from 10 per cent to 8 per cent. 

Great Britain continued to be the leading customer, 
with purchases (mainly citrus) of $19.4 million. The 
United States was second, with $14.1 million (mainly 
diamonds), and Turkey was third, with $12.9 million 
(mainly industrial goods). 

Source: Israel Office of Information, Israel Digest, New 
York, N. Y., February 11, 1955. 


Beirut Free Foreign Exchange Market 


The Beirut free foreign exchange market was stable 
during January, with the U.S. dollar and pound sterling 
showing slight tendencies to appreciate in terms of Leb- 
anese pounds. The U.S. dollar appreciated from LL 3.24 
at the beginning of the month to LL 3.26 at the end of 
the month, while sterling improved from LL 8.83 to 
LL 8.88. The cross rates between sterling and the U.S. 
dollar varied between £1 = US$2.72 and £1 = US$2.73 
during the month. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 5, 1955. 


Far East 


Indian Industrial Production in 1954 


Provisional figures for production during 1954 by 
private industries in India, compiled on the basis of actual 
production in the first ten months and of reliable esti- 
mates for November and December. show that almost 
all the major and most of the other industries recorded 
a significant rise. Cotton textiles, steel, jut 


. and cement 
attained new high production figures, while a number of 


important engineering, chemical, and other industries, 
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numbering over 100. showed further increases. Output 
as a whole exceeded that in 1953, the previous record 
year. 

Cloth production by mills, which had already exceeded 
the Five Year Plan target in 1953, increased in 1954 by 
nearly 70 million yards, to 4,950 million yards. Produc- 
tion of yarn during the year totaled 1,520 million pounds, 
15 million pounds above the 1953 output. The handloom 
industry also showed an increase, from 1,300 million 
yards in 1953 to 1,150 million yards in 1954. Production 
in the iron and steel industry. which had been affected 
by a prolonged strike in 1953, showed substantial gains: 
finished steel output rose from 1.02 million tons in 1953 
to 1.23 million in 1954; and pig iron production increased 
from 1.77 million tons to 1.9 million. Production of jute 
totaled 950,000 tons, against 910,000 tons in 1953. Cement 
output was 570.000 tons above the 1953 figure. Sugar 
was the only major industry in which production de- 
clined: the decline of 150,000 tons, to 116,000 tons in 
1954, was due mainly to less sugar cane being available 
for crushing (because of a decrease in both the acreage 
and the production of sugar cane) and to the low prices 
of gur (molasses) at the sowing season. In most of the 
engineering industries, including bicycles, wood screws, 
razor blades, sewing machines, oil pressure lamps, and 
electric fans. production rose appreciably. The produc- 
tion of diesel engines more than doubled. from 3,716 in 
1953 to 8.100 in 1954. 


Output of nonferrous metals in general was higher than 
during 1953. Production of aluminum rose by 973 tons, 
to 4,731 tons, while that of antimony rose from 130 
tons to 591 tons. and copper from 4,920 tons to 7,139 
tons. 

Production of rayon yarn was slightly higher than in 
1953. while staple fiber acetate yarn was manufactured 
for the first time during the year. There was a general 
increase in the output of rubber goods of different kinds. 
Production of plywood tea chests, which had dropped 
sharply to 50 million square feet in 1953, rose to more 
than 60 million square feet in 1954. The production of 
commercial plywood increased by over 1 million square 
feet. to 12.5 million. 

Among state industrial enterprises, the Sindri Fertilizer 
Factory reached its rated capacity during 1954 and be- 
came self-sufficient in coke supplies; the Hindustan Cable 
Factory was inaugurated; the Penicillin Factory at 
Pimpri near Poona and the DDT Factory in Delhi became 
ready to start production; the Hindustan Shipyard de- 
livered two ships and launched another; the Machine 
Tools Factory at Jalahalli near Bangalore started token 
production; and the Hindustan Housing Factory near 
Delhi began production of doors, windows, concrete com- 
ponents, etc., in standardized patterns. 


Source: Reserve Bank of India, Jndian News Digest, Bom- 
bay. India, February 1, 1955. 


Increase in Ceylon’s Tea Duty 


The Ceylon Government has increased the tea export 
duty from Rs 1 to Rs 1.30 per pound. The duty of Rs 1 
had been set in November 1954 (see this News Survey, 
Vol. VII, p. 186). 


Source: The Financial Times, London, England, Janu- 
ary 21, 1955. 


Thailand's Rice Export Regulations 


To cope with the decline in rice exports, the Thai 
Government has issued new rice export regulations to 
1955. The regulations 
stipulate that a rice exporter has to register at the office 
of the Committee for the Observance of the Rice Trade 
Act, Internal Trade Department, Ministry of Economic 
Affairs. 
must obtain a permit to export under prescribed condi- 
tions. After receiving an export permit, the exporter 
must pay to the Rice Bureau a premium in local currency 
ranging from 100 baht to 400 baht per metric ton de- 
pending on the grade of rice exported. Foreign cur- 


be effective as of January 1, 


For each rice export shipment, an exporter 


rency earned from such exports must be surrendered ac- 
cording to the standard price and at the official exchange 
rate. After the rice has been exported, an exporter must 
show the certificate obtained from the Customs Depart- 
ment for the export to the Foreign Trade Department, 
Ministry of Economic Affairs, within three days, count- 
ing from the day of export. In addition, the rice ex- 
porter has to pay an export duty. He must also reserve 
a quantity of rice for domestic consumption at the rate 
of 5 per cent of the quantity he has been permitted to 
export. 


Sources: Ministry of Economic Affairs, Notice, Bangkok, 
Thailand, December 31, 1954; Department of 
Agriculture, Foreign Crops and Markets, Wash- 
ington, D. C., February 14, 1955. 


Japan-Turkey Trade Agreement 


A new trade and payments agreement was signed by 
Japan and Turkey on February 8, to be valid for one and 
one-half years from February 8, 1955 until the end of 
July 1956. It was agreed that the settlement, which has 
hitherto been made through dollar cash and barter trans- 
actions, will be made on the basis of dollar open accounts, 
with a swing limit of $1.5 million. The new trade plan, 
covering the six-month period from February 8 until 
the end of July this year, will be balanced at $6,550,000 
each way. 

In order to avoid excess exports to Turkey, the Japa- 
nese Government has decided to adopt a so-called “export 
right system” under which Japanese traders can export 
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goods only up to the amount of their imports from 
Turkey. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, February 12, 
1955. 


Indonesia's Exchange Policy 


The factors likely to cause fluctuations in Indonesia’s 
economic conditions have been analyzed by Dr. Benjamin 
Higgins, formerly advisor to the Indonesian Minister of 
Finance, with a view to estimating a reasonable objective 
for Indonesia’s foreign exchange reserves. Last year 
these reserves had fallen to about 1.2 billion rupiah. The 
most serious cause of unfavorable balance of payments 
developments in Indonesia is a decline in foreign exchange 
earnings through a recession in foreign demand for In- 
donesian exports. In order to meet fluctuations of this 
kind, Indonesia should hold reserves of gold and foreign 
exchange amounting to, say, 25-30 per cent of export 
proceeds in the preceding six to twelve months, or about 
20 per cent of current annual export proceeds. This 
estimate of reserve requirements would amount to ap- 
proximately 1.5 billion rupiah. 


Two types of budget deficit also have to be taken into 
account in estimating foreign exchange requirements. The 
maximum drain on reserves as a result of the seasonal 
fluctuations in expenditures and receipts, which are of 
some importance in Indonesia, is estimated at 10 to 20 
per cent of current budget receipts, or 1 billion rupiah. 
Import demand may also be increased as a result of 
rising money national income generated by budget de- 
ficits, which the Government has been unable to control 
or which might be a deliberate expression of development 
policy. Increased demand for imports, consequent upon 
a rise in national income produced by credit-financed 
private investment, has been unimportant in Indonesia 
in recent years, but it might become significant if a 
development program were launched with appropriate 
participation of private enterprise. The reserves needed 
to deal with such fluctuations in imports are put at 10 
per cent of current annual imports, or about 1.5 billion 
rupiah. 

The total of the three estimated figures is approxi- 
mately 4 billion rupiah. As it is unlikely that all three of 
the various types of drain on reserves would be in opera- 
tion simultaneously, unless highly inappropriate monetary 
and fiscal policies were followed, Dr. Higgins concludes 
that a reserve of 2.5 billion rupiah would suffice. This 
reserve should be regarded as being available to meet 
extraordinary drains through temporary disequilibrium 
in the balance of payments. However, there is also some 
rock-bottom minimum, say | billion rupiah, below which 
reserves cannot be allowed to fall under any conditions 
without destroying confidence. 


Indonesian reserves 
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should, therefore, be considered as “dangerously low” if 
they fall to 2.5 billion rupiah. 

In Dr. Higgins’ view, it is politically impossible to 
establish the present official exchange rate as a single 
official rate and to pursue the drastic deflationary policy 
required to make it an equilibrium rate. He believes that, 
partly as a result of considerable improvement in the 
domestic food supply. the risk that devaluation would 
set off an inflationary wage-price spiral has diminished 
though it has not entirely disappeared. If appropriate 
complementary monetary, fiscal, and wage policies were 
pursued, there is much to be said for setting the official 
rate at approximately the present black market rate, 
and subsidizing basic wage-goods, such as textiles, so 
that their rupiah price would not rise. Alternatively, a 
transition to a uniform rate might be effected by re- 
taining the present official rate for goods on the A list, 
plus some goods transferred from the B.1 list, and for 
approved capital transactions, including transfers of 
profits, and opening an official free market for all other 
transactions, the import surcharges being abandoned. 
Source: Ekonomi dan Keuangan Indonesia, Djarkarta, 

Indonesia, November 1954. 


United States and Canada 
U.S. Industrial Production 


Industrial production in the United States continued 
to rise gradually in January. The seasonally adjusted 
index for that month was 131 (1947-49 = 100), com- 
pared with 130 in December and 123 at the low point of 
recession in 1954. Continued strength in the automobile 
and steel industries accounted for most of the rise in the 
durable goods index for January. Automobile assemblies 
reached a new record rate of 660,000 during the month. 
Steel production, at 83 per cent of capacity in January, 
was scheduled to rise to 88 per cent in mid-February. Out- 
put of nondurable goods also increased in January, large- 
ly reflecting further gains in chemicals and petroleum. 
Source: Board of Governors of the Federal Reserve Sys- 

tem, Press Release, Washington, D. C., Febru- 
ary 15, 1955. 


U.S. Exports of Farm Products 


The value of U.S. exports of farm products during the 
period July 1954-January 1955 amounted to $1.8 billion, 
a 10 per cent increase over the comparable period a year 
earlier. The U.S. Department of Agriculture states that 
the increase was due mainly to growing prosperity and 
greater buying power abroad. Low stocks and record 
consumption abroad greatly stimulated cotton exports, 
which amounted to 2.4 million bales during the recent 
period, 40 per cent larger than a year earlier. Increased 
wheat exports resulted mainly from poor European crops 
last year. The Department said that exports might have 
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been even larger if shippers had made greater efforts to 
supply better quality products. Complaints have been 
received from Japan concerning poor quality soybeans, 
from Venezuela about poor containers for eggs, and from 
Colombia about poor quality wheat. 


Source: The Journal of Commerce, New York, N. Y.., 
February 16, 1955. 


Canadian Budget Estimates for 1955-56 


The estimates of expenditure by the Canadian Govern- 
ment for the fiscal year beginning April/1, 1955 provide 
for outlays of $4,827 million, a reduction of $111 million 
from the estimates for the current year. The reduction 
reflects principally a decrease of $149 million in defense, 
mainly under Mutual Aid to NATO and the financing of 
defense production. This may not entail a reduction in 
actual outlays. however, since actual expenditure on 
defense in the current year will fall short of appropria- 
Reduced expenditure 
for debt service and in some other civil departments 
will be offset by increased outlays for health and welfare, 
old age pensions, and capital expenditures. 


tions by at least $200 million. 


Source: The Globe and Mail, Toronto, Canada, Janu- 
ary 29, 1955. 


Latin America 


Economic Developments in the Dominican Republic 

Although economic developments in the Dominican 
Republic are not expected to be as favorable in 1955 as 
they were in 1954, the outlook is regarded as fairly good. 
Total exports in 1954 were RD$119.7 million, or RD$15.5 
million more than in 1953, while imports were RD$82.1 
million, or RD$4.7 million less than in the previous 
year. The consequent increase in reserves was the result 
of good coffee and cacao prices, which more than com- 
pensated for the depressed sugar market. No improve- 
ment is expected in sugar in 1955, while coffee and 
cacao prices are expected to be lower ‘than last year. 

The 1955 national budget provides for both higher 
revenues and higher expenditures. Revenues are estimated 
at RD$108 million and expenditures at RD$105 million. 
An expanded public works program will be maintained, 
and more than RD$15 million has been appropriated for 
highways, bridges, port improvements, irrigation, and 
building. In addition, the cost of seven permanent build- 
ings for the International Fair planned for the end of 
1955 is estimated at RD$5.4 million. 

A law which declares the electricity and telephone com- 
panies to be of national interest is a preliminary step 
to the nationalization of these utilities. Bonds to the 
amount of RD$13.2 million will be issued by the Na- 
tional Development Commission for the purchase of the 
electricity utility. Of these bonds, RD$7 million will be 
taken by the Central Bank and RD$6.2 million by the 
Reserve Bank. The purchase by the Reserve Bank of the 


District of Santo Domingo bond issue of RD $2.5 million 
for municipal improvements related to the International 
Fair also has been approved. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 7, 1955. 


Peru's Stand-By Arrangement 


The $5 million credit to the Government of Peru from 
the Chase National Bank of New York City, which was 
established in February 1954, has been renewed for an 
additional year. To date, Peru has not drawn upon this 
credit or those established by the International Monetary 
Fund and the U.S. Treasury (see this News Survey, 
Vol. VI, p. 261 and Vol. VII, p. 253). 


Source: The Journal of Commerce, New York, N. Y., 
February 17, 1955. 


Foreign Investments in Brazil 


The Brazilian Superintendency of Credit and Cur- 
rency has approved new regulations governing the issue 
of import licenses not dependent on exchange coverage. 
The regulations will apply to imports of equipment rep- 
resenting foreign investment in Brazil. The licenses will 
be issued by the Foreign Trade Department of the Bank 
of Brazil (CACEX). The foreign investor must prove 
that he has the equipment or the currency for its pay- 
ment, and he must make a declaration that the equip- 
ment will be incorporated in either the assets of a national 
enterprise or those of the investor’s own enterprise in 
Brazil; that the enterprise itself will not effect the pay- 
ment abroad: and that the equipment will remain in the 
enterprise during a period corresponding to its normal 
operation. CACEX may also license imports by Brazilian 
enterprises of equipment financed abroad with annual 
payment installments not exceeding 20 per cent of the 
value financed. For the payment of these installments, 
the official exchange rate will apply plus a premium which 
until further deliberation will be Cr$40 per dollar. Pay- 
ment can also be authorized through the free market. 
Source: Brazilian Government Trade Bureau, Brazilian 


Press, New York, N. Y., January 21, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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